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.. NEER NO 524
MATAV - 6 months ended June 30,
Consolidated 2001 2002
Income Statements - JAS (Unandited) (Unaudited)

(HUF million) Restated
Reclassed
Revenucs
Subscriptous, connections end other charges 47441 48,881
Dowestic traflic revenne 61,827 89,862
Other nsage 8,717 7,739
Domsstic telecommunications serviess 118,385 117472
International traffic reveanes 16,203 13,593
Mobile telecommnaications services 64,475 83,218
Revenuss (rom luternationsl activitios 27116 32233
Lessed liney and dats transmistion 14,327 16,457
Other services 22,309 24,501
Total reveanes 163,318 287,489
Empluayes related expenses (35,812) (39,529)
Depreciation and amortization (57469) (57,939)
Poymests to other network operators (4279 (39,631)
Cort of telecomnmanications eqaipment salex (20,720) (20,207}
Other operating expenre {60.998) (66,3%)
Total sperating expenses ) 209278 223,739)
Operating prafit 54,037 63,750
Net (nteres( and other charges a8 QL73N
Share of asvocistes' reyalis before Income my 1,328 589
Profit before lncome taz 55,184 52,602
- Income wx expenae (7,006) ~ (9,309)
Profil afler Income tax 48,184 43,493
Minority interest (4,038) (5,752
Neut \ncome 44,145 37,741
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change

43%
0.2%)
(13%)
(0-8%)
(16.1%)
29.1%
189%
11.0%
$.8%
9.2%
104%
0.8%
15.6%
(2.5%)
8.9%
&9%
18.0%
6.384.5%
(55.6%)
4-7%)
30.1"%
$.7%)
42.4%

(4.5%)

753

Vv ~NAT AT /A wa



~
30
[N

MATAV Dec 2}, 2001 June 30, 2001 June 30,2002  June 30, 2001 -
Consolidated June 30, 2002
Balance Sheets < IAS {Audited) (Unaudited) (Unandited) % change
(HUF million) Restated
ASSETS
Current aasels
Cash and cash aquivalents 10417 9,388 16,351 74.7%
Financial investmenss 127 1,082 ] (62.7%)
Recelvabies 85,079 B4,305 34,299 11.5%
[nventorie 13297 11,302 12,499 10.6%
Aazcts held for dispossl - 0 0 2,100 D-3.
Toce) curvent assets 111,820 104,074 125,692 18.5%
Propecty, plant and equipment 654,298 643,056 522,110 ©1%)
Tntangibie asacts 306,029 93,418 299,657 1%
Axsoclates and ether loag term Invettmeno 13,199 14,610 8,993 3%8%)
Total fized agyets 973,526 951,081 350,562 0.1%})
Other nDa Current agsecs 18,850 19,178 13.730 2BA4%%)
Total auzets 1.1%1’5 1,076,338 1,089.985 13%
LIABILITIES AND SHAREHOLDERS' EQUITY
Loaps and athier berrowingy 33,607 7730 45,866 (49-7%)
Trade and other payables 122,126 84,902 97,337 14.6%
Deferved revenae 3,430 3,492 2967 (15.9%)
Provizions for liabiiities and charges 1328 6,499 M2 (82.8%)
Tetal corrent llabWities 152,483 172,264 149,887 13.0%)
Lonras and ather borrowings €19,763 187,559 386,041 108.8%
Deferrad revanue 7,101 8,300 6,003 R7.7%)
Provialon: fer [iabiliues and charges 0 0 0 n-a.
Defcrred tax finblifty 1,763 4796 3,264 16.7%
Ottier non carrest liabilies 4,617 7,252 3,918 (46.0%)
Tatsl mon current labilitles 433,248 205,906 399,221 93.9%
Minority bulerexss 48,169 38,946 54,011 I2T%
Shareholdery' equity
Common stoek 103,736 103,726 103,736 0.0%
Additionn! pald In eapital 22,958 22,955 295 0.0%
Treasary atoek (63 (160) 163) 1.9%
Retalned esruings 333,712 532,683 360,338 {32.4%)
Total sharcholders' aquity 460,309 658,214 465,856 (26.1%)
Totaf liabifiet and sharcholdery' equity 1,104,196 1,876,330 1,089,985 13%
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MATAV
Consolidated
Cash Flow Statement - IAS

(HUF million)

Cash flow from operating actlvities

Operating proflt

Depreciation and amortization of fixed pssate
Change in working capital

Amortization of deferred income

Interest paid

Commissions and bank charges

Net income tax poid

Other items

Net cesh from opersting activities
Cash flow from lovesting activities
Capita) expenditure on tangible and intangible assets
Purchase of investments
Purchase of subsidiartes
Cash acquired
Interest recejved
Dividends received
Net change io financia) assets
Procesdz [rom disposal of fixed essets
Net cash Qow utllized in investing activities
Cash flow from Anancing activities
. Dividends paid 15 shareholders and mlparity Interest
Net repayments of borrowings
Net cazh used for treasnry stock transacons
Other
Net cash flow utilized in finanting activities

Translation differences an cash and cash equivalents

Change in cash and cash equivalents

Cash and cash equivelents at beginning of year
Cash and cash eguivalents at end of year

Change 5o cash and cash equivalents

v00 B SNATYVIT NATSNANT AYTVE

6 montbs ended June 30,
2002
(Unaudited)

€3,750
57,933

(1,198)
(L574)

(12,258)
(1,361)

@S
859

3,174

(48,658)
(1,828)
0

317
710
818

@)
750

(47,911)

(11,406)
(17,526)
0
[}

(28,332)

(5T

6,274

10,117

16,391

6,274
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Analysis of the Financial Statements
for the six months ended Jupe 30, 2002

Basis of presentation

On December 21, 2001 Matédv completed the purchase of the remaining 49% of
Westels. ‘At the time of exercising the Westel option, 59% of Matév Rt.’s share capital
and 49% of the Westels® share capital were owned by Deutsche Telekom. As the
trapsaction was carried out between entities under common control, Matév Rt. has
restated its financial staternents for the years 2000 and 2001, and included the Westels
in the consolidated financial statements as if they had been wholly owned by Matdv
Rt from March 2000. The restatements relate to goodwill and brandname taken over
from Deusche Telekom's consolidated accounts at historic values, allocabion to
customer base and the related amortization and deferred tax. In addition, from this
date 100% of the Westels’ results have been inclunded in Mativ Group’s restated
results. The previously published results effectively only included 51% of the Westels'
results after the daduction of 49% minarity interest.

During 2001 Matdv has reviewed the classification of its data transmission products
and based on this review, the leased lines and data transmission category has been
redefined effective Japuary 1, 2002. International incoming revepues relating to data
transmission products, reported in internatiopal traffic revenues eadier, have been
reclassified into dats transmission. Cable television revenues, reported in data
fransmission earlier, have been reclassified into other services. Various ISDN charges,
reported in data transmission in prior year reports, have been reclassified ioto
subscriptions, connections and other charges. We have reclassified our prior period
revenue lines as well according to these new definidons.

Exchange rate information

The Euro appreciated by 0.4% against the Hungerian Forint year on year (from 243.59
HUF/EUR on June 30, 2001 to 244.67 HUF/EUR on June 30, 2002). From the year-
end 2001, the Buro depreciated by 0.7% against the Hungarian Forint (from 246.33
HUF/EUR on December 31, 2001 to 244.67 HUF/EUR on June 30, 2002). The
average HUF/EUR rate decreased from 261,55 in 1H2001 to 243.50 in 1H2002,

The U.S. Dollar depreciated by 14.2% against the Hungarien Forint year on year (from
287.39 HUF/USD on June 30, 2001 to 246.72 HUF/USD on June 30, 2002). From the
year-end 2001 to June 30, 2002, the U.S. Dollar depreciated by 11.6% against the
Hungarian Forint (fom 279.03 HUF/USD on December 31, 2001 to 246.72
EUF/USD on June 30, 2002).

5
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Analysis of group income statements

Revenues

Revenues from subscriptons, connections and other charges increased by 4.3% in the
first half of 2002 compared to the same period in 2001. This growth resulted mainly
frorn subscription fee ipcreases from February 1, 2082 for awalog lines (4%) and
ISDN lines. The average number of lines including ISDN channels decreased by 0.6%
in 1H2002 compared to 1H2001. Increase in subscription revenues was partially offset
by decline in revenues from connection fees, which resulted fom the lower number of
gross additions as well as lower connection fees due to marketing campaigns. Other
charges increased as a result of wider usage of televoting services.

Domestic traffic revenue in 1H2002 amounted to HUF 59.9 bn, compared to HUF
§1.8 bn mm 1H2001. This decrease mainly resulted from the 4.6% decline in domestc

usage at group level, partly offset by increasing proportion of fixed to mobile network
calls with higher per minute prices.

Revenues from other usage for the first half of 2002 decreased by 11.3% compared to
the same period in 2001. This decrease was mainly attributable to lowar fees paid w0
Matév by other domestic operators and, to a lesser extent, to lower traffic between the
mobjle service providers and Mativ.

A new interconnection agreement on the basis of the provisions of the Act on
Commumications was concluded between Matdv and Vivendi on December 21, 2001
and berween Matdv and Pantel on April 8, 2002. Matdv’s Reference Interconmection
Offer has been approved by the Communications Arbitration op July 18, 2002. The
tariffs applied in the new interconnection agresments will be retrospectively modified
according to the approved Reference Interconnection Offer tariffs. Other usage
revenue in the first half of 2002 was calculated based on intercomnection rates that
closely approximate the tariffs that were approved by the regulator.

International traffic revenues decreased to HUF 13.6 bn for the six months ended June
30, 2002, compared to HUF 16.2 tn for the same period in 2001. Both outgoing and
incoming international revenue show 2 decrease mainly because of traffic decreases.
Outgoing imternational traffic measured in minutes decreased by 7.9% at Matév Rt,,
while incoming international minutes decreased by 10.8% due to wider use of VOIP
and leased line services. In addition, international traffic charges decreased by 15% in
nominal terms from February 1, 2001, therefore 1H2001 results include one month of
higher traffic charges, which also contributed to the revemue decrease in 1H2002.

Revepues from mobile telecommunications services amounted to HUF 83.2 b for the
first half of 2002, compared to HUF 64.5 bn for the six months ended June 30, 2001
(3 29.1% increase). The growth mainly resulted from the 48.4% higher Westel average
customer base. Within the Weste] customers, the prepaid growp shows a more
significant, 73.9% increase. Prepaid customers accounted for approximately 90.3% of
gross additions in the first half of 2002 and represent 72.5% of total Westel customers
at Jupe 30, 2002.

SNOILYITY JOLSIANT AVIVE
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Incraases @ the mobile customer base were partly offset by decreased usage per
subscriber. Westel's usage per customer per month measured in MOU decreased from
150 minutes in 1H2001 to 12! minutes in 1H2002. The decreasing MOU is due to the

increasing proportion of the prepaid customer base, which has lower minutes of usage
than regular subscribers.

Westel's average revenue per user ("ARPU") decreased by 16.9%, from HUF 7,006 in
1H2001 to HUR 5,820 in 1H2002 due to the dilution of customer base as the ARPU of
the newly acquired prepaid customers is relatively low.

Within mobile telecommunications services enhanced services show the highest
increase, which represents 8.4% of the ARPU in 1H2002. This revemme includes
primarily short message service (“SMS™).

The liberalization of the fixed line telecommunications market in December 2001 is
expected to have an effect on the mobile telecommumications industry as well. It is
expected that government regulated fees and intercopnection prices will significantly
change and these changes will impact the operations of Westel. The extent and timing
of this change is not known yet.

Revenues from international activities show revenues of MakTel, our subsidiary
acquired in 2001. Note that MakTel has been consolidated in Matév’s finaneial
statements since January 15, 2001, thus its results for 2001 exclude the first two
weeks of January. Revenues from intemational activities reached HUF 32.2 bn for the
six months ended June 30, 2002. The 18.9% increase was due to increase in domestic
traffic revenues md revenues from mobile telecommunication services. Fixed line
subscribers increased by 7.7%, mobile customers increased by 111.1% year over year.

Revenues from leased lines and datz transmission grew to HUF 16.5 bn for 1H2002,
compared to HUF 14.8 bn for the same period in 2001. This strong growth was due to
the increase in the number of managed leased lines, ADSL and Intemet subscribers.
The number of managed leased lines increased by 22.1% to 12,539, the number of
ADSL subscribers grew to 18,781 (ffom 1,433 at the end of June, 2001) and the
number of ISDN channels grew to 492,794 by June 30, 2002 (increase of 27.8%). The
number of Internet connections grew by 28.3% to 141,630 at period-ead. These
volume increases were partially offset by price discounts.

Revenues from other services amounted to HUF 24.5 bn for the first six months of
2002, compared to HUF 22.3 bn for the same period in 2001. Other services include
equipment sales, construction, maintenance, cable telsvision, audiotex, telex,
telegraph and miscellanecus revenues. The increase in this category is mainly due to
the subsidy receivable from the Universal Service Financing Fund to cover access
deficits. These increases were partly offset by a 22.6% decrease in revenues from
equipment sales at Westel due to lower average phone prices in 1H2002 compared to
a year earlier.

W
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Operating Expenses

. Employee-related expenses for the first half of 2002 amounted to HUF 39.5 bn,

compared to HUF 35.8 bn for the same period in 2001 (an inecrease of 10.4%),
Employee related expenses increased mostly at Matdv Ri, Westel and MakTel,
resulting from wage rate increases. At Matdv Rt. wages increased by 9% on average
effective April 1, 2002, which was partly offset by headcount reductions. As a result,

group average headcount figures slightly decreased year over year to 16,501
1H2002. ’

Depreciation and amortization remained stable in 1H2002, compared to 1H2001.
Investment in fixed assets did not change significantly.

Payments to other network opetators for 1H2002 reached HUF 39.6 bn, compared to
HUF 34.3 bn for the same period in 2001. The incresse was mainly due to the higher
mobile traffic, partly offset by lower interpational traffc.

The cost of telecommunications eqmpment sales for the first half of 2002 was HUF
20.2 bn, compared to HUF 20.7 br for the same period m 2001. This decrease is
mainly due to the significantly lower average cost of mobile handsets at Westel, partly
offset by 19.2% increase in gross additions. Cost of telecommunications equipment
sales increased significantly at MakTe] due to the 111.1% growth in their mobile
customer base.

Other operating expenses increased by 8.5% to HUF 66.4 ba for the six months ended
June 30, 2002 compared to the same period im 2001. Other operating expenses include
materials, maintenance, marketing, service fees, outsourcing expenses, energy and
consultancy. The increase in other operating expenses mainly relate to higher agency
fees of Westsl, marketing expenses, local taxes as well as contributions payable to the
Universal Service Financing Fund. These increases were partly offset by a significant
decrease of provision for receivables at Matv Rt.

Operating Profit

Operating margin for the six months ended June 30, 2002 was 22.2%, while operating
margin for the same period in 2001 was 20.5%.

Net Interest and Other Charges

Net interest and other charges were HUF 11.7 bn for 1H2002, compared to HUF 0.2
bn for 1H2001. Net interest and other charges increased significantly due 1o the HUF
5.3 bn deerease in net foreign excbange gain. This change in net foreign exchange
gain resulted mainly from the less favorable variance of the HUF in the intervention
band. In addition, the net finance expense relating to the fair valuation of the swap
positions was 2 loss of HUF 2.4 ba in 1H2002, as opposed o a net gain of HUF 1.2
bn in 1H2001. Interest expenses demominated in foreign currencies increased as a
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result of the 95% higher average loan balance. Total loans and other borrowings
increased to HUF 431.9 bn at June 30, 2002, mainly because of the loap taken from
Deutsche Telekom AG to finance the acquisition of the remaiming 49 stake in Westels.
Net interest and other charges include HUF 4.0 bn net FX gain, HUF 12.2 bn interest

expense, HUF 2.4 bn swap related expenses, HUF 2.0 bn commissions and other
charges and HUF 0.9 bn interest and financial income.

Share of associates® results

Share of associates’ results amounted to HUF 589 million for the frst half of 2002,
compared to HUF 1,328 million for the same period in 2001, reflecting decreased
financial results of Hunsat. In addition, Emitel has been excluded from associates in

1H2002 resulting from the acquisition of its remaining 50% stake and its subsequent
consolidation in Matdv’s financial statements starting in Jaly 2001.

Income tax

Income tax expense increased from HUF 7.0 bn for 1H2001 to HUF 9.1 ba for
142002, mainly due to Westel, which lost its 60% tax holiday resulting in tax rates of

18% as opposed to 7.2% applicable during 2001. This increase was partly offset by
income tax decrease at Rt.

Minority Interest

Minority interest for the first six months of 2002 was HUF 5.8 bn, compared tc HUF
4.0 bn for the same period in 2001, reflecting the improved performance of MakTel,
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Analzsis of sepmented income statements

The sum of the financial results of the three segments presented below does not squal
the group financial results because of intersegment eliminations.

Fixed line segment

Fixed line segment includes Matédv Rt. and its consolidated subsidiaries, other than
MakTel, Stonebridge, Telemacedbnia, Westel and Westel 0660.

HUF millions 1H2001 1H2002 Cbange (%)

Revenues 164,920 167,990 1.9
EBITDA 63,486 §5,646 34
Operating profit 30,510 30,611 0.3
Profit after income tax 28,490 17,191 (39.7
Minority interest 30 34 133
Net income 28,520 17,225 (39.6)

Revenues from the fixed line segrment remained stable year over year, but its
composition changed. Leased line and data transmission services inereased by 15.0%
in the first six months of 2002 compared to the same period of 2001, Leased line and
data transmission revenue growth was driven by strong volume increases in managed
leased lines, ADSL, and Internet customers. Matdv's domestic fixed voice business
experienced a moderate, 0.9% decline. International revenues declined by 15.9% due
to lower outgoing and incoming traffic as well as decreased international tariffs.

Operating profit of the fixed line segment increased by 0.3%. Within operating
expenses employee related expenses and depreciation and amortization increased, but
these increases were offset by decreases in payments to other network operators and in
cost of equipment sales.

SNOILYTEY NOLSHANI AVIVR
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Mobile sepment

Mobile segment includes Westel and Westel 0660 and the goodwill amortization
arising from their consolidation.

HUF millions 1H2001 1H2002 Change (%) |
Revenues 92,487 110,032 19.0
EBITDA 34,213 40,049 17.1
Operating profit 14,355 22,955 59.8
Profit after income tax 13,629 17,256 26.6
Net income 13,625 17,256 26.6

Revenues in the mobile segment increased by 19.0% in the Brst gix months of 2002
compared to the same period in 2001 due to strong increases in the number of mobile
customers. Westel's customer base surged 45.8% to 2,967,616 subscribers, including
2,151,096 prepaid customers by June 30, 2002. Average monthly usage per Westel
subseriber decreased by 19.3% from 150 miputes in 1H2001 to 121 minutes in
1H2002. GSM mobile penetration reached 57.6% in Hungary and Westel accounts for
50.7% market share in the very competitive GSM market

Operating profit shows a 59.9% inereagse. While revenues grew 19.0%, operating
expenses increased at a lower rate, 11.4% year over year. The majority of the increase
in operating expenses relates to increased payments to other network operators,
agency fees, employee related expenses, marketing expenses, fees and levies and
consultancy fees. These increases were partially offset by lower depreciation and
amortization expense as well as Jower cost of equipment sales.

International segment

International segment includes the operations of MakTel, Stonebridge,
Telemaceddnia, and the goodwill amortization arising from the consolidation of

MakTel.

HUF millions 1H2001 1H2002 | Change (%)
Revenues 27,143 32,285 18.5
EBITDA 13,807 15,988 15.8
' Operating profit 9,172 10,184 11.0
Profit afier income tax 6,065 9,046 49.2
Minority interest (4,068) (5,786) 42.2
Net income 1,997 3,260 63.2

-
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MekTel has been a consolidated company of Matdy beginning January 15, 2001.

Revenues from the internatiopal segment increased by 18.9% year over year to HUF
32,285 million.

MakTel’s fixed line subscribers increased by 7.7%, reaching 573,926 at June 30,
2002. Mobile subscribers increased by a significant 111.1% to 291,213, and its
Internet subscribers reached 26,544 by June 30, 2002 from 15,178 a year earlier.

Total operating expenses increased by 23.0% mainly becanse of increases in employee

related expenses, depreciation and amortization, payments to other network operators
and cost of telecommunications equipment sales.

Minority interest increased by 42.2% to HUF 5,786 bn in the first six months of 2002.
It mainly represents the share of income aceruing to the minority owners of MakTel
and Stonebridge. Minority interest is not calculated on the amortization relating to the
goodwill acquired by Matdv Rt.

8
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Analvsis of group balance sheets

Total assets and total shareholders’ equity and liabilities at June 30, 2001 were HUF
1,076.3 bn. Total essets and total shareholders’ equity and liabilities amounted to
HUF 1,090.0 bn as of June 30, 2002.

Loans and otber borrowings

The current portion of loans and other borrowings decreased by 40.7% from Jume 30,
2001 te HUF 45.9 bn at June 30, 2002. This decrease in current loans and other
borrowings reflects repayment of Westel's short term borrowings, as they fell due
during the last twelve months.

Non-current loans and other borrowing increased by 105.8% from June 30, 2001 to
HUF 386.0 bn at June 30, 2002. This increase mainly reflects the loans received from

Deutsche Telekom AG to finance the acquisition of the remaining 49 percent stake of
Westels.

At June 30, 2002, 23.5% of the loan portfolio was HUF denominated, while 76.5%
was foreign currency denominated. At the epd of the second quarter of 2002, 88.5% of
the loans bore floating interest rates. The gearing ratio defined as net debt divided by
net debt plus equity plus minority interest was 43.4% at June 30, 2002.

To decrease the foreign exchange rate risk of the foreign exchange loan portfolio,
Matdv swapped the EUR 301.5 million loan, which was taken to fnance the
acquisition of MakTe!, to HUF as of February 4, 2002. The counterparty in the
transaction is Deutsche Telekom. The cross currepcy swap agreement entitles Matav
to receive EUR interest and principal payments and pesy HUF interest and principal
payments. The EUR loan is subject to floating rate interest based on 6 month
EURIBOR plus a margin of 30 basis points, while under the swap Matév is obliged to
pay an interest based on § month BUBOR plus a margin of 34 basis points. The HUF
principal payment is fixed at a rate of one EUR to 244.36 HUF (HUF 73,675 million).
The tming and the amoumt of the EUR payments to be received under the swap are
matched with the underlying payment obligations on the EUR loan.

The EUR 920 million loan, which was taken to finance the remaining 49 percent of
Westel, was partially swapped to HUF effective April 18, 2002. The counterparty in
the transactiop is Deutsche Telekom. The cross currency swap agreement entitles
Matdv to receive EUR interest subject to 3 month EURIBOR plus a margin of 50
basis points and EUR 300 million principal amount, while Matdv has the obligation to
pay HUF interest spbject to 3 month BUBOR plus a margin of 57 basis points and
HUF 72,685 million principal amount. The HUF principal payment is fixed at a rate
of one EUR to 242.28 HUF. The timing of the EUR payments to be received under
the swap are matched with the timing of the EUR payment obligaticns relating to the
EUR loan.
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‘Another EUR 50 million part of the EUR 920 million loan was swapped to HUF
effective June 14, 2002. The counterparty in the transaction is Deutsche Telekom. The
cross currency swap agreement entitles Matdv to receive EUR interest subject to 3
month EURIBOR plus 2 margin of 50 basis points and EUR 50 million principal
amount, while Matav has the obligation to pay HUF interest subject ¢ 3 month
BUBOR plus 2 margin of 57 basis points and HUF 12,075 million principal amount
The HUF principal payment is fixed at a rate of ope EUR to 241.5 HUF. The timing
of the EUR payments to be received under the swap are matched with the timing of
the EUR payment obligations relating to the EUR loan.

To increase the fix part of the HUF loaz portfolio, the existing loan agreement with a
disbursed amount of EUR 301.5 million (swapped to HUF 73,675 million as of
February 4, 2002), and with a variable interest rate was partly replaced with a new
fixed interest HUF loan, concerning a principal amount of (the HUF equivalent of)
EUR 50 million as of July 15, 2002. Meanwhile we decreased the EUR notiopal
amount of EUR 301.5 million swap and EUR 301.5 million loan by EUR 50 million
50 as the outstanding amount under both 1o be EUR 251.5 million as from the
effective date of July 15, 2002. The counterparty in the tramsaction is Deutsche
Telekom. The new HUF loan amount shall be charged interest at a fixed rate of 9.92%
per annum. This EUR 50 million part of the EUR 301.5 million loan has been
converted into HUF 12,218 million, by using the fixed EUR/HUF exchange rate of
one EUR to 244,36 HUF (which was applied in the EUR/HUF swap).

Minority interest

Minority interest increased by 38.7% from Jume 30, 2001 to HUF 54.0 bn at June 30,
2002. This increase was mainly due to the improved result of MakTel.

Retained earnings

Retained earnings decreased by 32.4% from June 30, 2001 to HUF 360.3 tm at June

30, 2002. This decrease was mainly due to the equity impacts of accounting applied to

the acquisition of Westels as described earlier. According to the relevamt rules, the
restated numbers as of June 30, 2001 are presented as though the Westels had been
100% owned by Mativ at that date. As no real financing had to be used as of that date
for the acquisition of the remaining 49% ownership, book value of the additional
share of net assets (including goodwill and other imtangibles) on acquisition was
presented as ap increase in retained earnings of HUF 252.4 bn. This remained part of
the retained eamings until December 2001, when the acquisition was finalized and
financed from a loan from Deutsche Telekom. At that date, it was transferred from
retained eamings to loans and other borrowings in an amount of HUF 238.8 billion.
This causes the significant drap in the amount of retained earnings. Dividends of HUF
11.4 bn paid elso decreased retained eamings.

10

AS

SNOTTVTIN JOLSIAN] aAvive cyznocr T A= TVL TR:s/T IAT £TsEN 2N



TLEARY GOTTLIEE ETY R RS
Name of the Company: Mativ R1. Phone number:  36-1-458-04.25
Addres; of the Compeny:  H-1013 Budapest Krisztina o1. 55, Fxnumba: 36-1-458-{4-45
Sestor Telecormnunications E-mail vddress:  mvestx relations@in.mawv.hu
Penod: . December 31, 200 - Juns 36, 2002 Ipvestor relations contack  Szbolcs Czesthe

.PX!. General information regarding financial data

Yeu No
Audited | ] X ]
Consalidated l X | { ]
Acrcounting pririciples Hungarim | | ms| x| Orther |
19, 1 S

PX2. Consolidated Companies

Name Registered / Bquiry Imerest held Vaotes held Classification
Capital (mHUR) (HAR) (HAR)
Stanebridge 87,745 £6.46% 86.46% full
Westel Mobil Tévkbziési Rt. 8,031 100.00% } 00.00% ful
Mat§veom 6,158 100.00% 100.00% ful)
AXxeiearp 4,000 100.00% 100.00% ful)
InvesTel 3596 100.00% . 100.00% full
Emitel 3,110 100.00% 100.00% full
Matbvir 2,323 100.00% 100.00% full
Westal Rédistelafon 1,610 100.00% 100.00% full
Epertel 1,415 100.00% 100.00% full
Metivkibel TV 920 93.74% 93.74% full
EPT 777 79.41% 79.41% ) full
Balatel 90 96.63% 56.63% fud)
Cardnet 58 72.00% 72.00% full
Tele-Dara 50 50.95% 50.95% fal)
ProMoXom 21 100.00% 100.00% ful}
Tévmnumka Kootdiniciés KHT 3 67.00% 67.00% ful}
Telemacedénia Rt 3 88.03% 88.03% full
PK6. Off balance sheet obligations
Finance Jeage obligations 794
Qbligetions frorp rental and operating lease contracts 17,644
Contracted obligations to scquire fixed assets 13,171
Qther oblipations 79
TSZ2, Numbher of employees “
End of previous period Beginning of relevant peiod End of relevant penod
) 16,669 16,633 16,283
RS!. Ownership Structure
Investor Type Total Ragistared Capital
Beginming of Peniod Ead of Periad

% No. of Shares Yo No. of Shares
Domestic Institntions 1351 144,351,57% 13.35 138,573,122
Foreign Institutions 84.55 877,576,130 85.11 883,344,534
Domestic Retat) 0.02 223,743 0.02 218,523
Forsign Retadl - 0 0.00 0
Empioyees, Matagement n.a n.a n.a LA
Treaswy Shares - - - :
Governmeni Institutions 0.18 1,951 366 0.19 1,690,554
Intemeational Devalopmeant Instiiubons 1.30 13,495 276 1.30 13,495,276
Not registered 0.03 313,476 0.03 288,591
“B" Share .00 ! ¢.00 1
Total 100.00 1,037,911.601 100.00 1,037,911,601
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2007 15:77 TLIART GOTTLIEE STEIN 4 EAILIO) IOETTINERE Y
Name of the Conpany: Mativ Rt Phone nursher:  36-) 458-04-25
Addross of the Company:  H.1013 Budapert Krigzdna bt $5. Frounumber  36-1-458-0445
Secror Telacommmmications E-mail addres:  imveslar. eltdons@m maav.hu
Period: Decamber 31, 2001 - June 30, 2002 Invegtor relations contst  Szaboles Crenthe
RS2. Changes in Treasury Stock
June 30, 2001 September 30, 2001 December 31, 2001 March 31, 2002 Jume 30, 2002
648,827 648 B27 648,827 648,827 648,827

LTORA

The amount of treasury sock indicated above was held by Investel Rt No treasury stock was held by Mardv Rt

RS3. Shareholders above 5% stake (end of period)

Nege Nationality Position Nuomber of shans %) Note
MapyarCom Holding Gkl Foreign InstiruSonal 617,478,081 55.49% Strategic owner
Morgan Guaranty Trust Co. Foreign Depository 151,961,830 ) 14.64% ADR Denository
TSZ3. Chief Officers, Board and Supervisory Board Members
Type' Name Title From | Te |No. of Shares’
: Owned
| SE, BM | Flek Straub Chairmen-CRO 1993 - 76,338 ehares
BM __|Dr. Sindar Celnyi Boerd Member 2000 | - 0
BM  {Dr. Mihdly Parai Board Mcember 1998 - 5B, 150 shares
BM_ |Gyuls Gazeperger Board Member 2000 | - 0
BM  |Michae] Ginther Roard Member 2002 - 4]
BM _ |Fridbert Gerlach Bosrd Member 2001 - 0
BM |Jan Geldmacher Boerd Member 2002 - 0
BM |Hans Albert Aukes Board Maonber 2002 - 0
BM_ SE |Dr. Klayg Haropany Board Member, CFO 2000 - 0
SBM _|Dr. Arpad Herbst Supervisory Board - Chairman 2002 . 0
SBM |Gellérr Kadldt Supervisory Board Mamber 2002 - 700 shares
SBM |Péwmr Vermes Supervisory Board Member 1997 - £,800 shares
SBM |Géza Béhm Supervisary Boerd Member 2002 - 0
SBM |Dr. Liszlé Pap Supervisory Board Member 1997 - 0
SBM  [Dr. Klaus Nitechke Supervisory Board Member 2002 - 0
SBM_|Dr. Erbil Kurt Supervisory Board Mepber 2002 | - ]
SEM |Dr. Ralph Rentschier Supervisory Boerd Member 2002 . 0
SBM |Joachim Kregel Supervisory Board Mamber 2002 - Q
SE_ |Dr. Tamés Pésztory Chief Human Resowees gnd Legal Officer | 1996 - 0
SE  |Manfred Ohl Chief Technical Officer and Chuef Officer,| 1999 - 0
Network Syetems
SE  ({liszl4 Bodnér Chief Servicas and Logistics Officer 1999 - 881 ghares,
SB _ |Horst Hermann Chief Swrategy snd Internatjonal Officer 2002 - 400 ghares

Snngc Employee (SE), Board Member (BM), Supervisory Board Member (SEM)

Baard Members, Supervisory Board Members and the Chief Officers owned in total 145,309 shares at (he 2nd of the penod,

ST1. Extraordinary announcements

Date Published in* Subject

Apri] 5, 2002 Mastv and CosmoTelco to anter sharebolder agresment with mﬂd to Stonebridpe

Apnl §, 2002 Swndard & Poor’s changes it rating on Matdv

Aperil 11, 2002 Weste! holds its Annusl Genernl Meeting

| April 18, 2002 Mgtdv's sharehoiding in EPT changes

Aprl 18, 2002 Westel is the first mobile servies provider t launch full-fl=dged conmpercial MMS
savict

April 29, 2002 Resolutions of the Annugl Genersl Mecting of Matév

April 29, 2002 Annual Repor: of Matdv

May 15, 2002 Mathv announces Q1 2002 results

Moy 17, 2002 Masdv o optimize capjtl sructure

June 6, 2002 Mativ incresses capital and appomts board members 3t Axclero, Hungary's Interpet
market leadsr

June 11,2002 Mamiv not to bid for BTC

* Matdv Rt publighes its announcements in Magyar Tdkepisc and Magyar Hirlap.

There was no significant chapge in the organizational strucnure.
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" Analysis of group balance sheets

Total assets and total shareholders’ equity and liabilities at June 30, 2001 were HUF
1,076.3 bn. Total assets and total shareholders’ equity and liabilities amounted to
HUF 1,090.0 b as of June 30, 2002,

Loans and other borrowings

The current portion of loans and other borrowings decreased by 40.7% from June 30,
2001 to HUF 45.9 bn at June 30, 2002. This decrease in current loans and other
borrowings reflects repayment of Westel's short term borrowings, as they fell due
during the last twelve months. 4

Non-current loans and other borrowing increased by 105.8% from June 30, 2001 to
HUF 386.0 bn at June 30, 2002. This increase mainly reflects the loans received from
Deutsche Telekom AG to finance the acquisition of the remaining 49 percent stake of
Westels.

At June 30, 2002, 23.5% of the loan portfolio was HUF denominated, while 76.5%
was foreign currency denoruinated. At the end of the second quarter of 2002, 88.5% of
the loans bore fioating interest rates. The gearing ratio defined as net debt divided by
net debt plus equity plus minority intezest was 43.4% at June 30, 2002.

To decrease the foreign exchange rate risk of the foreign exchange loan portfolio,
Matdv swapped the EUR 301.5 million lozn, which was taken to finance the
acquisition of MakTel, to HUF as of February 4, 2002. The counterparty in the
transaction is Deutsche Telekom. The cross currency swap agreement entitles Mativ
to receive EUR interest and principal payments and pay HUF interest apd principal
payments. The EUR loan is subject to floating rate interest based on 6 month
EBURIBOR plus 2 margin of 30 basis points, while under the swap Matav is obliged to
pay an interest based on 6 month BUBOR plus a margin of 34 basis points. The HUF
principal payment is fixed at a rate of one EUR to 244,36 HUF (HUF 73,675 million).
The timing and the amount of the EUR payments to be received under the swap are
matched with the underlying payment obligations on the EUR loan.

The EUR 920 million loan, which was taken to fmance the remaining 49 percent of
Westel, was partially swapped to HUF effective April 18, 2002. The counterparty in
the transaction is Deutsche Telekom. The cross cwrency swap agreement emtitles
Matév to receive EUR interest subject to 3 month EURIBOR plus 2 margin of 50
basis points and EUR 300 million principal amount, while Matév has the obligation to
pay HUF interest subject to 3 month BUBOR pius a margin of 57 basis points and
HUF 72,685 million principal amount. The HUF principal payment is fixed at a rate
of one EUR to 242.28 HUF. The timing of the EUR payments to be received under

the swap are matched with the timing of the EUR payment obligations relaring to the
EUR loan.

VRN



Another EUR S0 million part of tbe EUR 920 million loan was swepped to HUF

" effective June 14, 2002. The counterparty in the transsctionis Deutsche Telekom. The

Cross currency swap agreement entitles Matav 1o receive EUR interest subject to 3
month EURIBOR plus & maygin of 50 basis points and EUR 50 million principal
amount, while Matav has the obligation to pay HUF interest subject to 3 month
BUBOR plus 2 margin of 57 basis points and HUF 12,075 million principal amount.
The HUF principel payment is fixed at a rate of ope EUR to 241.5 HUF. The timing
of tbe EUR payments to be received under the swap are matched with the tming of
the EUR payment obligations relating to the EUR loan.

To increase the fix part of the HUF loan portfolio, the existing loan agreement with a
disbursed smount of EUR 301.5 million (swapped to HUF 73,675 million as of
February 4, 2002), and with & variable interest rate was partly replaced with a new
fixed interest HUF Joan, conceming 2 principal amount of (the HUF equivalent of)
EUR 50 million as of July 15, 2002. Meanwhile we dscreased the EUR notional
amount of EUR 301.5 million swap and EUR 301.5 million loan by EUR 50 million
so as tbe outstanding amount under both to be EUR 251.5 million as from the
effective date of July 15, 2002, The counterparty in the tramsaction is Deutsche
Telekom. The new HUF loan amount chall be charged interest at a fixed rate of 9.92%
per anmum. This EUR 50 millioo part of the EUR 301.5 milliorn loan has been
converted into HUF 12,218 million, by using the fixed EUR/HUF exchange rate of
one EUR to 244,36 HUF (which was applied in the EUR/HUF swap).

Minority interest

Minority interest increased by 38.7% from June 30, 2001 to HUF 54.0 bn at June 30,
2002. This increase was mainly due to the improved result of MakTel.

Retained earnings

Retained eamings decreased by 32.4% from June 30, 2001 to HUF 360.3 bn 2t June
30, 2002, This decrease was mainly due to the equity impacts of accounting applied to
the acquisition of Westels as described earlier. According to the relevant rules, the
restated numbers as of June 30, 2001 are presented as though the Westels had been
100% owned by Matév at that date. As no real financing had to be used as of that date
for the acquisition of the remaining 49% ownership, bock value of the additional
share of net assets (including goodwill and other intangibles) on acquisition was
presented as an increass ip retained eamings of HUF 252.4 bn. This remained part of
the retained sarnings unti] December 2001, when the acquisition was finalized and
financed from a loan from Deutsche Telekom. At that date, it was wansferred from
retained earnings to loans and other borrowings in an amouat of HUF 238.8 billion.
This canses the significant drop in the amount of retained earnings. Dividends of HUF
11.4 bn paid also decreased retained earnings.
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Neme of the Company: Masv Rl Phone aumbers  16-1458-04-25

Address of the Compeny:  H-1013 Budapest Krigztine i, S5, Fex uumbe:  36-1-458-04-45

Secton; Telezompmumications E-mail sddress:  inveswrrelations@inmawv.hv
Perid; Decamber 31, 2001 - June 30, 2002 Inveswr relations sonmet  Szabolss Czenthe

PK1. General information regarding financial data

Yes No
Audited I l X |
Conealidated D N
Accounting principles Hungarian | | - st x| Otber |
(8,1, 0= SOOI

PK2. Consolidated Companies

Name Registersd / Equity Interest held Votes held Classification
Capital (mBUF) ____(HAR) (HAR)
Stonebridge §7,745 £6.46% 85.46% fuj)
Westel Mobil Tavkéziési Re 8,031 100.00% 100.00% full
Mativeom 5,158 100.00% 100.00% full
Axelero 4,000 100.00% 100.00% full
InvesTal 3,596 100.00% 100.00% full
Emite} 3,110 100.00% 100.00% full
Metavor 2,323 100.00% 100.00% fall
Westel Rédidee)efon 1,610 100.00% 100.00% Al
Bgere) 1,415 100.00% 100.00% full
Matdviddbe] TV 5320 93.74% 93.74% full
EPT 777 79.41% 79.41% _full
Balete] 90 96.63% 95.63% full
Cerdne S8 72.00% T2.00% ful)
Tele-Dam 50 50.99% 50.59% full
ProMoKom 21 100.00% 100.00% - ful)
Téhvmunks Koordinheide KHT 3 §7.00% §7.00% full
'Telemscedénia Rt 3 83.03% 58.03% ful)
PK6. Off balance sheet obligations
Finapce leace obligations 794 ;
(Obligations from renral and operaring lease contracts 17,644 ,
Contracted obligations to scquire Sxed assets 13171
Other obligedons 79
TSZ2. Numnber of employees
End of previous paiod Beginning of relevant period End of relevant perjod
16,669 16,633 16,263
RS1. Ownership Structure
Investor Tyne Tol Regisiered Capitsl
"~ Beginming of Poriod Esd of Period

% No. of Shares % No. of Shares
Domeste Institunans 1391 144 351,579 13.35 . 138,873,122
Foreign Instutions 84.55 §77,576,130 BS.11 883,344,534
Domestic Retail 0.02 223,743 0.02 218,523
Foreign Retail - Q 0.00 0
Employess, Management n.a e on 0.8
Treasury Shares - - - .
Guovearnmmens Institutions 0.19 1,951,396 0.19 1,99€,554
laternarional D Instinutions 1,30 13,455276 1.30 13,495 276
Nat registered 0.03 313,476 0.03 289,551
'B” Share $.00 1] - 0.00 i
Tote) 100.00 1,037,911,601 100.00 1,037.911,601
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CLEARY GOTTLIZ STREN 4 AMILTONTTT ee=weewip ain 2 200
Naroe of the Camprny: Maniv R Phove mmber:  36-1-456-04-25
Address of the Cormpaty: H-1013 Budapest Krisziina ke 55. Fax aumber: 3614580445
Secior Teleoormmundeations E-mai] address:  {nvestor relatons@m.mawv.hu
Period: December 31, 2601 ~ June 30, 2002 Ihveswr reistions conct  Smbeics Comntha

RS2. Changes in Trsasury Stock

hme 30, 2001 September 30, 200] December 31, 200) Mareh 31, 2002 June 30, 2002
648,827 648,827 648 827 643,827 648,827

The amaunt of treasury stock indieaced above was hald by Investel Rt No treasury stock was held by Matév Rt

RS3. Shareholders above 5% stake (end of period)

Namt Nani Position Number of thares | (%) Note
MegvarCom Holding GmbH | Foreign Insritutional 617.478,081 159.49% Szatesic ewner
Motgan Guaranty Trust Ce, Foreign Depozitory 151,961,830 {14.64% ADR Depository
TSZ3. Chief Officers, Board and Supervisory Board Members
Type' Name Title From [ To | No. of Shares
Ownad
SE, BM |Elek Straub Chatrman-CEQ 1995 - 76,338 ghares
BM _|Dr, Séudor Cenyi Board Member 2000 - 0
BM |Dr. Mihily Petai Boord Membear 1998 - 5B, 190 ghares
BM Gansperger Board Mamber 2000 - 0
BM  {Micheel Ginther Board Member 2002 - 0
BM  |Fridbent Gerlach Board Member 2001 ~ 0
BM |Jan Geldmacher Board Member 2002 - 0
BM |Hans Albert Aukes Board Member 2002 - 0
BM, SE {Dr. Klaus Hartoann Board Member, CFO 2000 - Q0
SEM |Dr. Arpéd Herbst Supervisory Board « Chairman 2002 | . ]
SBM |Gellérr Kad)dt Supervisory Bomd Manber 20062 - 700 shares
SBM (Péter Vermes Supervisory Board Member 1997 = " | 8800 sharea
SBM |Géan Bahm Supervisory Board Memher 2002 - 0
SBM {Dr. Lasz!é Pap Supervisory Board Member 1997 - g
SBM_{Dr. Klaus Nitschke Supervisory Board Mermber 2002 - 0
SBM [Dr. Bxbil Kur Supervisory Board Member 2002 . 9
SBM _|Dr. Raiph Rentschier Supervisory Board Member 2002 - 0
SBM |Josckim Kregel Supervisory Board Member 2002 - 0
SE _|Dr. Ternés Pésztary Chief Humen Resoureas and Legal Officr | 1996 - 0
SE |Manfred Ohl Chief Technical Officer and Chief Officer,! 1999 - 0
Network Systems
SE  |Liaszlé Bodoar Chief Services and Logistics Officer 1998 - 881 shares
SE  [Horgt Hermarn Chief Swratepy and Intemationeal Officer 2002 - 400 shares,

" Smaiegic Exployes (SE), Bowrd Member (BM), Supervisory Basrd Mermber (SSM)

Boerd Mernbars, Supervisary Board Members and the Chief Officars owned in totel 145,309 shares at the end of the period.

ST1. Extraordmary announcements

Dase Published in® Subj

April §. 2002 Mattv and CozmoTelco I enter shareholder with ragard 1 Stonebridge

[April 9, 2002 Sendard & Poor’s changes its rating oo Matdv

April 11,2002 Westel holds its Annual Genera] Mesting

April 18, 2002 Matév's sherenolding in EPT changes

Arpril 18, 2002 Westel is the first mobile service provider to Iaunch fuli-fledged commercial MMS
service

Apri] 29, 2002 Rzsolutions of the Annual General Meeting of Matv

April 29, 2002 Anpual Report of Mathv

(May 13, 2002 Mariy announses Q1 2002 results

May 17, 2002 Mardv to opfimize capital structure

June §, 2002 Mty increases capitl and appoints boazrd members ar Axelers, Hungery's Intemer
market Jeader

June 11, 2002 sty not to bid for BTC

* Mav Ru. publiches its aonoumcements iu Magyar Tokepise and Magyer Hirlap.

There was no significant change in the organizational struchre.
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Date. August 14, 2002

Form 6-K
Extraordinary announcement
Subject: MATAV ANNOUNCES FIRST HALF 2002 RESULTS

SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the
registrant has duly caused this report to be signed on its behalf by the
undsrsigned, thersunto duly authorized.

MAGYAR TAVKGZLESI RT.
(Registrant)

Investor Relations Departmsnt
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